ESG: India Inc’s New Alpha Mantra‘?
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Among many new paradigms estab-
lished last year, ESG stood out for
both Investors and corporates (ESG
refers to the framoework of a compa-
ny toincludeenvironmentally cons-
¢100S business Praciices, Strong so-
clal responsibility and corporate
governance). There 1s a visible rise
in demand from asset MANARETS 10
Invest in companies with high ESG

SCOTES,
Data from Morningstar shows sus-
talnabde funds In Indls saw Inflows of
more than half a billlon dollars from
January to March 20m. Why? =Seve
ral sudies highlight that companies
with good ESG scores tick mostof the
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rable repwrns,” Chintsn Harla, Head
of Product & Strategy, ICIC] Pruden.
tial AMC told ET. Agrees Rajesh Da-
hiya, Exccutive Director ai Axis
Bank: “As a commencial lender, ESG
factors do play a nole In our lending
docislons. Infact, over the past few yo-
ars, we have worked to put in place a
policy and system that Integrates en-
vironmental and social risk imperati-
vis Into our credit appralsal incorpo-
rate lending. ™

ment has commitied to & CArbon ne-
gative Mahindra & Ma-
hiindra has an over $600 million green

Iy yoar, in a bid w0 cut pollution from
truck ransportation.

“Practice of ESG helps reduce cost,
EIVES New SOUNGesS of FeVEnue, Acoess
tONIEW talent, and Drings You new con:
sumers. It 18 another quiver for com.
panies to become more resilient,” sa-
¥s Anirban Ghosh, Chief Sustainabi-
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Uity Officer at MEM. In fact, ESG is
now critical for Indian companies to
remain competitive globally “Our
CUSHIMErs are neady 10 pay mone for

Head Equity at Axis Mutual Fund,
But beyond longevity, s the strength
of acompany’s ESG framework being
rewarded by investors in India? “1t
would be reasonabio to say that Ina
few vears, ESG investing in India will

sponsibilities; many Indian compani-
parently with good governanoe prac-

our premium quality stool becausoof  sulting

our brand and the trust In 11" says
Seshagirl Rao, Joint MD and Group
CFO of JSW Group “How do you
mmhmuwuwlh’mﬂwwm
of our ESG framework. Tomorrow, if
you want to export, ESG will be the
gamechanger for you.”
COVID has ensurad thene 1S greater
focus on ESG - US data shows a re-
cond £27.7 billlon few Into ESG ETFs
1 000, Mo than thines times the pro-
vious yvear. “In times of Covid19 un-
certainey it was yet again proven that
companies having beter ESG strate-
gy do well by protecting people, com-

it 15 a natural Inclinaton for inves-
tors o follow ESG and sustainability
&5 Alpha o bedat the Indices, and redu-

To this end, EXperts &y & COmMmon
set of ESG guldelines from the regu-
lator would add depth oo the move
ment - currently, the NSEwo ESG In-
dex, asubset of the Nifty 100, has only
&8 companies. It would also help in-
vestors whoare now left iodeveloping
thelr own mechanism for dentifying
ESG-compliant companies. “0Ours is
an In-house process basod on 180-220
questions on ESG matrices. Welishia-
ge on each plllar of ESG differs from
SOCHOr 10 SECHOr.”™ explains Gopani of
Axis ME The good news 1s that SEBI's
proposed  Business  Responsibility
and Sustainability Reporting requi-
res the top 1000 Nsted companics o
disclose thelr ESG Intuatves, “lt s -
me ESG compliance s scaled up in In-
dia."” says Ghoshof M&M.

(This article is part of a Series on sus-
ainablitey inassoclaon with Monde
lez India. The compary had no ediort-
alinput)



